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| Y \
o om 2-20PM  \ CALLEN NATIONAL BANK ,’)

SURFACE TRANSPORTATION BOARD MEMBER FDIC

February 6, 2004

VIA FEDERAL EXPRESS AIRBILL NO. 8385 4050 5774

Mr. Vernon Williams, Secretary ra
Surface Transportation Board FEB9 0
Recordation Dept. R[EHV Eu
1925 K Street NW, Suite 700

Washington, D.C. 20423

Re:  Texas Railcar Leasing Company, Inc.
Dear Mr. Williams:

I have enclosed an original and one certified copy of the document described
below, to be recorded, pursuant to Section 11303, Title 49 of the U.S. Code.

The document described is the Security Agreement, being the primary document,
dated January 14, 2004. A description of the equipment covered by the document is as
follows:

Fourteen (14) 100-ton 4,000 cubic feet rapid discharge gondola railcars identified

as follows:
TRLX TRLX TRLX
81001 81002 81003
81004 81005 81006
81007 81008 81009
81010 81011 81012
81013 81014

A fee of $30.00 is enclosed. Please return the original and the extra copy, if it is
not needed by the Commission for recordation, to Byron Calcote, Senior Vice President,
McAllen National Bank, 1801 S. McColl Road, McAllen, TX 78502.

A short summary of the document to appear in the index is as follows:

1801 SOUTH McCOLL RD., PO. BOX 5555, McALLEN, TEXAS 78502 (956) 682-2265 FAX(956) 972-5418




Mr. Vernon Williams
Correspondence
Page Two

A Security Agreement by Texas Railcar Leasing Company, Inc., P.O. Box 1330,
McAllen, Texas, dated January 14, 2004, covering fourteen (14) 4,000 cubic feet, 100 ton
rapid discharge gondola railcars.

ior Vice President
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This instrument was acknowledged before me on the fé day of February,
2004, by Byron L. Calcote, Senior Vice President of McAllen National Bank, McAllen,
Texas on behalf of said corporation.
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STATE OF TEXAS
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Loan# 22366

SECURITY AGREEMENT

DATE OF AGREEMENT

| 01/14/2004

TEXAS RAILCAR LEASING COMPANY, A Texas Corparation

BOX 1330
MCALLEN, TX 78505

MCALLEN NATIONAL BANK
| P.O. BOX 5555
—j MCALLEN, TX 78503

i

I

GRANT OF SECURITY INTEREST. For value received, the undersigned (referred to as "Debtor” whether one or more) grants to Secured Party named above a

security interest in the Collateral described below to secure the payment of the "Indebtedness” (as defined below) and performance of all Debtor's obligations and

in this or other d the

n. DESCRIPTION OF COLLATERAL. The "Collateral”
PURCHASE MONEY INTEREST CLAIMED.

shall include:

For purposes of this Agreement, any term used in the Uniform Commercial Code, as
adopted and revised from time to time in the State of Texas in the Texas Business and Commerce Code ("UCH
given to the term in the UCC. Debtor's location (if other than the address reflected above) is in the state of T

)"2 :énd not defined in this Agreement has the meaning

All equipment of whatever kind or nature, wherever located, now owned or

hereafter acquired, and all returns, repossessions, exchanges, substitutions, replacements, attachments, parts,
accessories, and accessions thereto and thereof and all proceeds thereof, (whether in the form of cash, instruments,
chattel paper, general intangibles, accounts or otherwise); including, but not limited to the following fourteen {14) 100

ton - 4,000 cubic feet rapid discharge gondola railcars:

TRLX TRLX TRLX
81001 81002 81003
81004 81005 81006
81007 81007 81008
81009 81010 81011
81012 81012 81013
81014

This term "Collateral” also includes to the extent not listed above as original collateral:

(1) Af ired Property. Aft

Q
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d property; provided, however, the security interest will not attach to (a) consumer goods, other than an accession when given as additional security, unless the Debtor

acquires rights in them within 10 days after the Secured Party gives value; or (b) a commercial tort claim.

(2) Proceeds. Proceeds, products, additions, substitutions and accessions of the Collateral.

(3) Deposits. Unless prohibited by law, any property (excluding Individual Retirement Accounts and other qualified retirernent accounts), tangible or intangible, in possession of Secured Party at any time
during the term of this Agreement, or any indebtedness due from Secured Party to Debtor and any deposit or credit balances due from Secured Party to Debtor, and Secured Party may at any time while the
whole or any part of the Indebtedness remains unpaid, whether before or after maturity thereof, be appropriated, held or applied toward payment of the Indebtedness or any obligation of Debtor to Secured

Party.

III. SECURED INDEBTEDMESS. The security interest grapted under this Agreement secures the
following (referred to as the "Indebtedness”): (1) the performance of all of the agreements,
obligations, covenants and warranties of Debtor as set forth in this Agreement or any other
agreement between Debtor and Secured Party; (2) all liabilities of Debtor to Secured Party of
every kind and description, including (a) all promissory notes given from Debtor to Secured
Party, (b) all future advances from Secured Party to Debtor, whether in the form of a loan for a
similar or different purpose than any other loan to Debtor, (c) Debtor's overdrafts, whether
business or personal, (d) direct or indirect liabilities, (e) liabilities due or to become due and
whether absolute or contingent, and (f) liabilities now existing or hereafter arising and however
evidenced; (3) all extensions, renewals and deferrals of liabilities of Debtor to Secured Party for
any term or terms, to which the undersigned hereby consents; (4) all interest and other finance
charges due or to become due on the liabilities of Debtor to Secun:d Party; (5) All expenditures by
Secured Party involving the performance or Debtor's

6. JOINT AND SEVERAL RESPONSIBILITY OF DEBTOR AND SURETIES. The
of Debtor and any co-debtor, guarantor, surety or accommodation party under this Agreement are
joint and several, and the references to Debtor in this Agreement shall be deemed fo refer to each
such person, including any person who pledges Collateral even if such pledgor is not otherwise liable
under any promissory note, guaranty or gther instrument secured by this Agreement
7. SEPARABILITY OF PROVISIONS. If any provision of this Agreement shall for any reason be
held invalid or uneuforceablc such invalidity or unenforceability shall not affect any other provision
of this Agreement, and this Agreement shall be construed as if such invalid or unenforceable
provision had never exis(ed

GOVERNING LAW. This Agreement shall be construed and enforced in accordance with
the laws of the State of Texas, except to the extent that the UCC provides for application of
the law where the Debtor or the collateral is located (if other than Texas) as the case may be.
9. ENTIRE AGREEMENT. This Agreement, together with any mortgage of real estate which may

covenants and warranties under this Agreement or any amer agreement between Debtor and
Secured Party; and (6) All costs, attorneys' fees and other expenditures of Secured Party in the
collection and enforcement of any obligation or liability of Debtor to Secured Party and in the
collection and enforcement, sale or other liquidation of any of the Collateral.
1V. GENERAL PROVISIONS.

1. WAIVERS. No act, delay or omission, including Secured Party’s written express waiver of a
remedy after any default under this Agreement, shall constitute a waiver of any of Secured Party’s
rights and remedies not expressly waived in writing under this Agreement or any other agreement
between the parties. All of Secured Pary's rights and remedies are cumulative and may be
exercised singly or concurrently. The waiver or exercise of any one or more rights or remedies
‘will not be a waiver or a bar to the exercise of any other rights or remedies upon any subsequent
default. No waiver, change, modification or discharge of any of Secured Party's rights or
remedies or Debtor's duties as specified or allowed by this Agreement will be effective unless in
writing and signed by a duly authorized officer of Secured Party. Acceptance of any partial or late
payment shall not constitute a waiver of any requirement of this Agreement or impose any
additional notification duties upon Secured Party. Debtor and all other signers, including
guarantors, waive presentment, notice of dishonor and protest, notice of default, notice of
intention to accelerate and notice of acceleration and consent to any and all extensions of time for
any term or terms regarding payment due, partial payments, or renewals before o: aﬂer maturity.

be Collateral, constitutes the entire agreement between the parties with respect to the subjects
addressed herein. This Agreement may be amended or modified only by a writing signed by Secured
Party specifying that it is a modification, amendment or addition to this Agreement.
V.EVENTS OF DEFAULT. Debtor shall be in default under this Agreement upon the happening of any
one or more of the following events or conditions, called "Events of Default” in this Agreement:
1. If any warranty, covenant, agreement, representation, financial information or statement made or
furnished to Secured Party by Debtor, any guarantor or surety, or otherwise on Debtor's behalf to
induce Secured Party 10 enter into this Agreement, or in conjunction with it, is violated or proves to
have been false in any material respect when made or furnished.
2. If any payment required in this Agreement or under any other agreement or obligation of Debtor
to Secured Party or 1o others is not made when due or in accordance with the terms of the applicable
contract
3. If Debtor defaults in the performance of any covenant, obligation, warranty, or provision
contained in this Agreement or any other agreement, mortgage or obligation of Debtor to Secured
Party or to others, including without limitation Debtor's failure to insure the Collateral or unlawful
use of the Collateral.
4. If any event or condition exists or occurs which results in acceleration of the maturity of any
obligation of Debtor to Secured Party or to others under any note, mortgage, indenture, agreement,
or undertaking.
5. If anyone makes any levy against or seizes, garnishes or attaches any of the Collateral; if Debtor
any of the Collateral; or if Debtor sells, leases, or otherwise disposes of any

Debtor and all other signers, including guarantors, further consent to
release or nonperfection with regard 1o the Collateral, and the addition or release of or agreement
ot L0 Sue any party Or guarantor.

2. AGREEMENT BINDING ON ASSIGNS. This Agreement inures to the benefit of Secured
Party’s successors and assigns, and is binding upon Debtor's heirs, executors, administrators,
representatives, successors and permitted assigns (and all persons who become bound as a debror to
this Security Agreement), but no person taking from or representing Debtor has any right to
advances under any instrument or document secured by this Agreement.

3. CHANGES IN TERMS. Secured Party reserves the right to change any of the terms of this
Agreement in accordance with 2pplicable law and the provisions of this Agreement.

4. TERM OF AGREEMENT. This Agreement, and the security interest created by this
Agreement, will remain in force until all of the Indebtedness is paid in full, unless the security
interest created by this Agreement is earlier released by Secured Party in writing.

5. RIGHTS OF SECURED PARTY ASSIGNABLE. Secured Party, at any time and at its option,
may pledge, transfer or assign its rights under this Agreement in whole or in part, and any
transferee or assignee shall have all Secured Party's rights or the parts of them so pledged,
transferred or assigned. Debtor's rights under this Agreement or in the Collateral may not be
assigned without Secured Party's prior written consent.

of the Coliateral without Secured Party's prior written consent as required by this Agreement or any

mortgage executed in connection with this Agreement.

6. If the Collateral is lost, stolen, substantially damaged or destroyed.

7. If, in Secured Party's judgment, the Collateral becomes unsatisfactory or insufficient in character

or value, and upon request Debtor fails to provide additional Collateral as required by Secured Party.

8. If at any time Secured Party, in its sole discretion, believes the prospect of payment or

performance of any duty, covenant, warranty or obligation secured by this Agreement is impaired.

9. If Debtor or any guarantor or surety dies, dissolves, terminates existence, or becomes insolvent; if

a xaoewe:r is appointed over any part of Debtor's property or any part of the Collateral; if Debtor
makes an assignment for the benefit of creditors; or if any proceeding is commenced under any

bmkmp(cy or insolvency law by or against Debtor or any guarantor or surety for Debtor.

10. If the Collateral is removed from the location specified in this Agreement or in a separate notice

to Secured Party without Secured Party's prior written consent, except for temporary periods in the

normal and customary use of the Collateral

11. Secured Party shall receive at any time following the Closing a filing office report indicating that

Secured Party's security interest is not prior to all other security interests or other interests reflected

in the report.

VI. ADDITIONAL PROVISIONS. The undersigned specifically agree to all of the "Additional

Provisions” on the reverse side of this Agreement.

MCALLEN NATIONAL BANK

By: GRACE P. NO

ELL, PRESIDENT

e (et |

BYRON €ALCOTE, SR. VICE

© Copyright 06/01 American Bank Systems




ADDITIONAL PROVISIONS
DEBTOR EXPRESSLY REPRESENTS, WARRANTS, COVENANTS AND AGREES

R R A R N ANT]
1. FINANCIAL INFORMATION. All applications, balance sheets, eamings statements, and other financial which is secured by any security agreement executed by Debtor in Secured Party's favor, including this
information and representations which have been, or may later be, furnished to Secured Party to induce it to enter Agreement, unless such security would cause Secured Party to be in violation of a right of rescission or a
into or continue a financial transaction with Debtor fairly represent Debtor's financial condition as of the date and restriction on security interests, in which case, 1o that extent, such amounts will not be secured. The amount of
for the period shown in such documents. All information furnished 1o Secured Party at any time and in any form is, Debtor's liability under this paragraph shall be subject to accrual of interest at  rate not exceeding the annual
or shall be at the time furnished, true and accurate in all material respects and sufficiently complete to give Secured percentage rate ("APR") or interest rate provided in the instrument secured by this Agreement. Any notice
Party full knowledge of the subject matter. Debtor will provide to Secured Party annually, or more frequently if required in connection with this paragraph shail be sufficient if given at Debtor's address set forth in this
Secured Party so elects, such financial information about Debtor’s affairs as Secured Party may reasonably request. Agreement by (a) mailing the notice at least 10 days before, or (b) delivering the notice at least 5 days before
Debtor's financial condition has not changed materially since the effective date of the last furnished financial commencement of the performance of the duties spacified i the notice.
information except as Debtor has reported to Secured Party in writing.
12 POSSESSION. hDebtgr s)::: l};ave pots‘:eussion of the Collateral, except here expressly otherwise provided
e . . .o in this Agreement or where Secu chooses to perfect its security interest ssession in addition to the
2. INFORMATION ON COLLATERAL. Debtor will fumish to Secured Party information adequate to identify fijing ofs financing statement. Where el e n e possession of +hird pany. Bevror will join with Secured
all Coftareral, in a form and at such times as Secured Party may request. Debtor also will deliver 1o Secured Party, parey in notifying the third party of Secured Party's security interest and obtaining an acknowledgment from the
upon request, true copies of purchase orders, shipping, delivery and warehouse recelpts, and invoices evidencing third party that it is holding the Collateral for the benefitof Secured Party
and describing the Collateral, as wel) as true co.;ie;mo{I r::il contzts o furnish goods or services to mll):bmr's :
customers. Debtor will execute such documents as arty may require to evidence, perfect and record 13. CONTROL. Debtor will cooperate with Secured Party in obtaining control with respect to Collateral
Secured Party’s security interest granted by this Agreement and enable Secured Party to reccive proceeds and gonsisting of- depcsic ¥ ; it cights; i
R AR ke il consisting of: deposit accounts; investment property; letter-of-credit rights; electronic chattel paper.
14. CHATTEL PAPER. If the Collateral includes chattel paper, Debtor will not create any chatte! paper
withoul placing  Tegend on the chatiel paper acceptable to Secured Party indicating that Secured Party hes a

3. QWNERSHIP FREE OF ENCUMBRANCES. Except for the securty interest granted by this Agreement or (1108, FReTE 2 Togcrd o the ¢

)y a mortgage executed in umnﬁxion with this Agreement, and except {nrfa:;‘y .:lcurily interest previously disclosed
in writing to Secured Party, Debtor now owns, or will use the proceeds of the advances secured by this Agreement
10 become the owner of the Collateral (or has righs in or the power to transfer the Collatera) free from 3y Pror oisor et noNEY SLCURITY INTEREST: .'TJ","ﬁnﬁ‘?}frgﬁm'r!‘f:z(?‘ggggﬁ‘;ﬁw“ purchase
Jiens, security interests or encumbrances. Debtor warrants tide to and will defend the Collateral against all claims {0 iChvednecs used tp purchase a particular stem of Collseral shall be pd in the ehroalogiedl xde orhon
and demands of persons claiming any intercst in the Collateral adverse to Secured Party. Debtor will not permit any T 1 SP1LAE0 18 10 P Ls P 2 or
Yien or security interests othe than Secured Party’s security nterst (0 attah to any of he Colateral. and will not P .
permit the Collateral to be levied upon, gamished or attached under any legal process, or permit any other thing to 16. DEBTOR'S NAME AND LOCATION. Debtor's exact legal i .
eral to nde . gal name is as set forth on the reverse side of
be done that may impair the value of the Collateral or the security interest granted to Secured Party by Debtor. this Agreement. If Debtor is an individual, s principal residence is at Debtor's address as set forth herein.
IF Debior isan enity other than an idividual, Debtor's location i, place of business, chief executive offieeor
4. FINANCING STATEMENTS. No Financing Statement or Lien Entry Form covering the Collateral is on file State of organization, as the case may be) is in the state reflected for Debtor's address or as otherwise set forth on
in any public office except in_connection with this Agreement. Debtor agrees to join with Secured Party in the reverse side of this Agreement. Until the Indebtedness is paid in full, Debtor agrees that it will not change its
executing one or more Lien Entry Forms, Financing Statements, or Effective Financing Statements in form location (for example, its state of incorporation) or its legal name without providing Secured Party 30 days' prior
satisfactory to Secured Party and provide such m‘:m;j;ncumnu as may be required from time to time in order to Wr'lten notice.
evidence, perfect or continue perfection, of recor security interest granted in this Agreement. Debtor hereby < . . - .
authorizes and grants to Secured Party a power of attomey to execute such documents on Debtor's behalf. A ‘g— gsrzm_ks'm/%%y, In “d'fmg 1o Debtor's other "N'E""?"'s' and agreements in this Agreement,
carbon, photographic or other reproduction of this Agreement or of any Financing Statement is sufficient as a and Secured Party's remedies, Debior agrees and promises to do all acts which Secured Party deems reasonable or
Financing Statement. necessary to preserve or protect the Colfateral, including, without iimitation, the following:

5. LOCATION OF COLLATERAL, RECORDS, INVENTORY AND EQUIPMENT. Debior will give ¢ () FARM PRODUCTS. If the Collateral includes “farm products,” Debior sgrees to excute and defiver to
Secared Party WiTten noTce o Sach atfes o losaiot 2 Hheh the Coll ol s Bebiar s vords pertaining to the Secured Party an Effective Financing Statement” containing all information required by law. Debtor also agrees
Collateral are kept. Debtor shall not be required to give such notice if all Collateral and all of Deblor's records 10 furnish to the Secured Party a list of the names and addresses of the buyers, commission merchants, and
pertaining to the Callateral are and shall be kept at Debtor's address shown on the face of this Agreement, and if Selllag agents t0 or through whom Debtor may sell the farm products sud agrees to keep such list current.
such address is Debtor's chicf exccutive office. Debtor will notify Secured Party in writing of any proposed change Secured Party may inform persons on such list and others of Secured Party's security interest in the farm products.
in any of the offices or locations of the Collateral, prior to the proposed effective date of such change. Debtor will Lf any of the farm products are sold to o through any person or enfity not on the list, Debtor may be subject ta a
not remove or permit removal of any of the Collateral from the location specified in this Agreement without fine Uniess Secured Party was notified in writing at least 7 days priof to such sale, or unless ail sale proceeds are
Sccurcd Party's prior written consent, except as otherwise provided in this Agreement, and such removal shall be TeMitied to Secured Party within 10 days after such sale. Debtor agrees that before receiving an instrument in
considered an Event of Default under this Agreement. payment for farm products other than livestock, debtor shall execute a certificate containing, in addition to all

information required by law, the name of Secured Party and a statement that Secured Party hotds a security interest
in the farm products listed on the certificate.

6. SALE, LEASE OR DISPOSITION OF COLLATERAL PROHIBITED. Debtor shall not sell, mortgage,
transfer, exchange, lease, hypothecate, assign, Ticense, grant any other security inicrest or otherwise dispose of all () LIVESTOCK. In addition to the provisions of this Agreement relating to farm fmducu. if the Collateral
or any part of the Collateral or Debtor's rights in it without first obtaining Secured Party's written consen!. Secured includes Tivestock, to the extent Secured Party deems it necessary to preserve the Collateral, and upon red
Party's consent may be conditioned upon any requirements (including, but not limited to, the application of Party's demand, with an appropriate credit for its value, Debtor will make available to Secured Party all feed, both
proceeds to obligations secured by this Agreement) which Secured Party deems to be for the protection of its hay and grain, and all equipment owned by Debtor and used in the feeding and handling of the livestock. Deblor
security interest. Secured Party's consent will not be deemed to be effective unless and until such requirements and will cooperate with Secured Party and use Debtor’s best efforts o allow Secured Party use of all Debtor's right,
conditions have been fulfilled, Neither Debtor’s grant of a security interest in the proceeds of the Collateral nor any title and interest in or to all water privileges, all other equipment used in the feeding and handling of the livestack,
requirement that Debtor furnish a Statement concerning farm produets, if applicable, shall be construed to mean and all contracts and leases covering lands for pasture and grazing.
al.

that Secured Party consents o sae or any other dispositon of the Collaieral (¢) CHATTEL PAPER, ACCOUNTS, INSTRUMENTS, DOCUMENTS, SECURITIES and NOTES. If the
Collateral omes evidenced by chattel paper, accounts, instruments, documents, shares of stock of other
7. MAINTENANCE AND_INSPECTION. Deblor, at its own expense, shall (a) keep the Collateral in good securities, pr Y Potes, trade or other in writing, o if Debtor receives stock rights,
condition and repair so that its value and operating efficiency shall be maintained and preserved: (b) not permit the rights to subscribe, dividends of any kind or character (including liquidating dividends), new securities, cash,
Collateral to be misused, abuscd, wasted or allowed to deieriorate, except for the ordinary wear and tear of its interest, or any other property by reason of ownership of the Collateral, the Collateral shall include ail such
intended primary use; (c) prudently protect the Collateral from the elements; and (d) use the Colfateral lawfully and property and, unless Securcd Party provides otherwise, Debior immediately shall deliver and pledge the same to
not permit its illegal use or its use in a manner not permitted or covered by the insurance on the Collateral required Secured Party, appropriately assigned or endorsed to Secured Party's order. Secured Party will hold such proceeds
by this Agreement. Debor shall comply promptly with all requirements of any governmental agency affecting the and property in the same manner as the Collateral originally pledged under this Agreement. Secured Party, at its
Collateral and, upon Secured Party's request, deliver to Secured Party evidence of such compliance. Debtor shall at option, may permit such property o be received and retained by Debtor, but Secured Party may at any time
all times keep accurate and complete baoks and records of transactions and information relating to the Collateral. terminate such permission. Debtor agrees to execute all necessary stock powers and other conveyances 1o pledge o
Deblor grants to Secured Party the right and privilege of making such inspections of the Collateral and Debtor's Secured Party any property described in this paragraph. Debtor also agrees to execute and deliver sich financing
baoks and records relating to it as Secured Party deems necessary, and auditing or causing an audit or verification statements and other documents required by Secured Party to protect or perfect the assignment, pledge, transfer
of such boaks and records, at any time and from time to time, including contacting Debtor's customers or suppliers and grant of the security interest granted in this Agreement. Regardless of the form of any assignment,
in connection with such audit or verification. Debtor agrees to assist Secured Party in facilitating such audits, endorsement or other conveyance executed by Debtor, Debtor waives presentment, demand, notice of dishonor,
veritications and inspections. protest and notice of protest, and all other notices with respect to such conveyances. If the Colfateral includes
aecounis or other receivables and the righ to payment is enhaanf:d by a letter of credit, Debtor agrees to deliver
. the tetter of credit immediately to Secured Party, and not to make dermand under it or assign it by way of security

8. TAXES AND FEES. Debtor shall pay promptly any and all taxes, assessments and license fees with respect rwise without Sec s pri c i writ i f
10 the Collateral or use of the Collateral when the same shall bocome due. 1f the Collateral is on or affixed to realty o e apout Secured Party's prior express consent n writing, which consent Secured Party is under no
owned by Debror, Debto shall make all such payments with respect to the realty when they are due. (d) CASH AND OTHER REMITTANCES. Upon demand of and as specified by Secured Party, when Debior
receives any checks, lrﬁe_mepunczs. drafts, cash, or other remittances, in payment of accounts or other
9. AFFIXING TO REAL OR PERSONAL PROPERTY PROHIBITED. Unless Debtor has also gramzd Secured Collateral or as proceeds of inventory or other Coliateral, Debtor shall apply the same directly on Debtor’s liabilicy

Pany a first priority mortgage in the Collateral, Debtor shall niot permit any of the Collateral Wi

ich is personal 10 Secured Party, or deposit the same in a special account maintained with Secured Party and from which Secured
property to become an accession or affixed to other personal property or become attached or affixed 1o real Party has the pawer of withdrawal. If Secured Party so requires, Debtor will prompty notify Secured Party of
property without first obtaining Secured Party’s wrilten consent. ;ucnred Party’s consent may be conditioned upon Such applications or deposits, identifying in writing the source of same and the Collateral which has been
any requirements (including, but fiot limited to, the subrogation of other interest owners in and to such other converted into same. The funds in any such special account shall be held by Secured Party as security for all
personal o real property to Secured Party's rights and interest in the Collateral) which Secured Party deems to be Debtor's liabilities to Secured Party. Said proceeds shall be deposited in preciscly the form received, except for
for the pratection of its security interest. Secured Party's consent will not be deemed 1o be effective uniess and until Debtor's endorsement where necessary to permit collection of items, which endorsement Debtor agrees to make,
such requirements and conditions have been fulfilled. and which Secured Party is hereby granted a power of attorney to make on Debtor's behalf if Debtor fails or
refuses 1o make such endorsement. Pending such deposits, Debtor agrees that any such checks, drafts, cash or
) ) other remittances will not be commingled with any of Debtor's funds or property, but will be held separate and
10. INSURANCE ON_THE COLLATERAL. While any of the Indebtedness remains outstanding and apart and in trust for Secured Party until deposit of same is made in the special account. Secured Party will, at
throughout the fulf terri of this Agreement, Debtor shall maintain and pay for insurance on all Collateral, wherever intervals to be determined by Secured Party, apply the whole or any part of any monies which are on deposit with
located, including but not limited to storage facilities or in transit in vehicles, including goods evidenced by Secured Party, whether ownied by Deblor or any other party liable under this Agreement, against the principal or
documents. Such insurance shall be purchased through any person of Debtor's choice, with companies accepable (0 interest due on any loans made t Deblor by Securcd Farty, of against Debtor-s odher Nabiliies to Seoured
Secured Party, against such casualties, hazards, public liabilities and other risks, and in such amounts as prudent secured by this Agreement, at Secured Party’s sole option, unless so applying those deposits would contravene any
and adequate to protect Secured Party or as Secured Party shall require. All insurance policies, except for vendor's written agreement between Debtor and Secured Party or any government regulation. Any portion of such funds on
single interest insurance, or certified copies of such policies evidencing the insurance coverage shall be furnished 1o deposit which Secured Party elects not to apply will be paid to Debtor by Secured Pasty.
Secured Party within 10 days of the date of this Agreement. All policies of insurance shall provide for at least 10
days’ prior written notice to Secured Party of cancellation. Securcd Party may act as Deblor's attorney-in-Tact, with () PROCEEDS. Whenever the sale, exchange, or other disposition of inventory or other Collateral gives rise to
power of auorney to procure insurance; make, adjust, and settle claims under or cancel such insurance; and endarse an account, chattel paper, instrument, ot general intangibie for the payment of money ("proceeds” for pui s of
Debtor's name on any drafts or checks drawn by insurers of the Collateral. Provided, however, Secured Pany is this paragraph), Debtor, as required by Secured Party, shall notify Secured Party promptly of the disposition of
under no obligation and has o duty to procure insurance, pay premiums, make, adjust or settle claims with respect said inventory or other Collateral and any resulting  proceeds. With respect to all proceeds covered by this
1o any insurance or to cancef any insurance required by this Agreement. Debtor assigns to Secured Party any Agreement, Debtor represents that (i) no Set-0ff or counterclaim exists or shall be permitted to exist (ii) no
returned or uneamed premiums which may be due upon cancellation of any such policies for any reason agreements have been or shall be made for any material modification, deduction or discount, and (iii) no partial
whatsoever, and directs insurers ta pay Secured Party any amounts so due. Any balance of insurance proceeds payments have been or shall be made except as revealed to Secured Party by Debtar in writing. Al proceeds where
remaining after payment in full of all amounts secured by this Agreement shal} be paid to Debtor. the right 1o payment has not yet been eaned by performance shall be evidenced by a binding written contract
between Debtor and third parties, and copies of such contracts shall be provided to Secured Party. Secured Party
- . ) shall have the right 1o notify any account debtor or obligor of Debtor's obligation to make payments directly to
11. EXPENDITURES BY SECURED PARTY. At its option, and after any writien notice 10 Debtor required Secured Party and Secured Party may take control of all proceeds, which right Secured Party may exercise at any
by law, Secured Party may, but is not obligated o, discharge taxes, liens, security inierests or ather encumbrances time. Until such time as Secured Party elects to exercise such right, Debtor is authorized s Secured Party's agent
on the Collateral, or pay for: (a) the repair of any damage to the Collateral, (b) anything necessary to maintain and 1o collect and enforce such proceeds. The costs of such collection and enforcement, including attorneys' fees and
lateral, and (c) insurance on the Collateral. Debior shall be liable and agrees to reimburse Secured other expenses, shall be borne by Debtor, whether incurred by Secured Party or Debiot.
Party promptly for all such expenditures, and for all costs, aitomey fees and other disbursements made by Secured
Party in connection with this paragraph. In addition, Debtor shall be liable and agrees to reimburse Secured Party  (f) FEDERAL ASSIGNMENT OF CLAIMS ACT. If the Collateral includes accounts or other receivables with
mptly for all costs, attorney fees and other disbursements made by Secured Party as allowed by law or provided g face value aver 31,000, and which arise out of a contract with the United States of America or any of its
ivisions of i ies, Debtor shall notify Secured Party promptly in writing of

this Agreement in enforcing or collecting any note, warranty, or liability of Debtor to Secured Party, or in agencies,
realizing upon, enforcing or collecting any account, promissory note, chatte! paper, instrument, document or ather that fact. Debior shall execute any instruments and take any other action Secured Party requires or requests
collateral of Debior's in which Secured Party has a security interest. Until Debtor reimburses Secured Party for the perfect Secured Party's security interest in such accounts under the provisions of the Federal Assignment of Claims
amounts provided in this paragraph, such amounts shall be considered part of Debtor's Siability to Secured Party

: : : U RE :
Upon the occurrence of an Event of Default, and at any later time, Secured Party may, except as otherwise provided 5. Transfer any of the Collateral or evidence of the Collateral into Secured Party’s own name or that of a
by Jaw, at its option and without notice or demand to Debtor, exercise any and all rights and remedies provided by nominee, and receive the proceeds and hold the same as security for Debtor's liabilities to Secured Party or apply
the UCC, as well as all other rights and remedies Secured Party possesses, including but siot limited to the right to: the proceeds on or against any such liability. Secured Party may notify account debtors and obligors to make
payment directly to Secured Party, and may demand, collect, receipt for, settle, compromise, adjust, sue for,
foreclose, release or realize upon the Collateral, in Secured Party’s own name or in Debtor's name, as Secured
1. Declare al liabilities secured by this Agreement immediately due and payable, and/or proceed to enforce Party may determine.
payment and performance of all such liabilities, provided that upon any prepayment in full of the unpaid balance of 6. gell or otherwise dispose of the Collateral. Unless the Collateral in whole or part is perishable or threatens to
such liabilities, Debtor shall be entitled to a rebate of any unearned portion of any finance or other charge in gecline in value or is of a type customarily sold on a recognized market, Secured Party will give Debtor
accordance with law. reasonable notice of the time and place of any public sale, or of the time after which any private sale or other
disposition is to be made. Such notice shall be adequate if given at Debtot's address set forth in this Agreement by
) o mailing the notice at least 10 days before any sale or other disposition or action. Secured Party shall be entitled to,
2. Require Debtor to assemble the Collateral or evidence of the Collateral and make it available to Secured Party and Debtor shall be liable for, reimbursement of all reasonable costs and expenditures of realizing on the security
at a place Secured Party designates which is reasonably convenient 10 both parties. Debtor shall be responsible for interest, including without limitation court costs, fees for replevin bonds, storage, repossession Costs, repair and
any expenses and damages if Debtor wrongfully damages the Collateral or i, afier default and demand inaccordance preparation cosis for sale, selling costs and attorneys' fees. All such costs are secured by the security interest in the
with law and this Agrecment, Debtor wrongfully fails to make the Collateral available to Secured Party. All such Collaterat granted by this Agreement, except as provided above under "Expenditures by Secured Party.”
expenses and damages are secured by Secured Party's security interest in the Collateral granted by this Agreement. Debtor waives any right it may have to require Secured Party to pursue any third person for any of the
Indebtedness. Secured Party may comply with any applicable state or federal law requirements in connection with a
) _ disposition of the Collateral and compliance will mot be considered adversely to affect the commercial
3. Repossess the Collateral, and for this purpose Secured Party is granted authority to enter into and upon any reasonableness of any sale of the Collateral. Secured Party has no obligation to clean-up or otherwise prepare the
premises on which any part of the Collateral may be situated and remove it. Debtor waives any claim in connection Collateral for sale. Secured Party may sell the Collateral without giving any warranties as to the Collateral and
with or arising from an entry peaceably made in'connection witha repossession. Debtor authorizes Secured Party or may specifically disclaim any warranty of title or the like. This procedure will not be considered adversely to affect
its independent contractors to take possession of and hold any property located in or temporarily attached to the the commercial reasonableness of any sale of the Collateral. If Secured Party sells any of the Collateral upon
Collateral. If Debtor has not reclaimed such property within 10 days after notice of its taking and location is sent to credit, Debtor will be credited only with payments actually made by the purchaser, received by Secured Party and
Debtor, such property may be sold and the proceeds applied to expenses and other amounts due from Debtor to applied to the indebtedness of the purchaser. In the event the purchaser fails to pay for the Collateral, Secured
Secured Party. Any balance of such proceeds remaining after payment in full of all amounts secured by this Party may resell the Collateral and beblor shall be credited with the proceeds of the sue.

Agreement shall be paid to Debtor )

7. Secured Party shall not be liable for faiting to collect any account, enforce any contract right, or any other

act or omission on the part of Secured Party, its officers, agents or employees, except as the same constitutes bad

4. Possess all books and records evidencing or pertaining to the Collateral and any personal property in or faith or failure (o act in a commercially reasonable manner. Secured Party shall have acted in a commercially

associated with the Collateral, and for this purpose Secured Party js granted authority 1o enter into and upon any reasonable manner if its action or inaction is consistent with general commercial usage of parties similarly situated

premises at which any part of such books and records may be situated and remove them. Any such praperty not in the area of Sccured Party's location, but this standard shall not constitute disapproval of any procedures which

fecessary (o enforcement of Secured Party’s rights shall be retumed to Debtor on demand, o otherwise upon olherwise may be reasonable under the circumsiances nor require Secured Party to take steps (0 preserve rights
completion of use. against prior parties in an instrument or chattel paper.
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